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R 150713Z OCT 73 
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TO SECSTATE WASHDC 0585 
INFO AMEMBASSY BEIRUT 
AMEMBASSY BRAZILIA 
PGUESRA/AMEMBASSY JIDDA 113 
AMEMBASSY TRIPOLI 
AMEMBASSY TEHRAN 
AMEMBASSY KUWAIT BY POUCH 

CONFIDENTIAL BAGHDAD 0554 

E.O. 11652: GDS 

TAGS: ENRG, IZ, BR 

SUBJECT: PETROBRAS CONTRACT 

1. BRAZILIAN AMBASSADOR DIAS COSTA TOLD ME OCT 5 THAT PETROBRAS 
CONTRACT OF AUGUST 6, 1972 FOR OIL EXPLORATION PROCEEDING 
SMOOTHLY EXCEPT FOR EXPLORATORY DRILLING. SEISMIC WORK IS 
COMPLETED AND PETROBRAS HAD HOPED TO DRILL ITS FIRFT EXPLORATORY 
WELL IN MAY. 1974, BUT IT IS NOW DOUBTFUL THAT IT WILL MAKE THIS 
SCHEDULE BECAUSE FO INABILITY TO OBTAIN DRILLING RIG. HE SAID 

IT HAD TRIED U.S. AND OTHERS, BUT EVERYONE TIED UP. PETROBRAS 
CONSIDERING BRINGING RIG FROM BRAZIL, BUT IT WOULD BE EXPENSIVE 
AND TIME CONSUMING. PETROBRAS CONSIDERS AREA ON IRANIAN BORDER 
NEAR BASRA VERY PROMISING. 

2. AMBASSADOR SAID SIX MONTHS AGO PETROBRAS VICE ICESIDENT, 

WHOM HE EXPECTS TO BE BRAZIL S NEXT MINISTER OF FINANCE, HAD 
TOLD IRAQIS HE HAD MONEY IN HIS POCKET TO MAKE DOWN PAYMENT 
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ON LONG TERM PURCHASE CONTRACT VALUED AT 1.3 BILLION DOLLARS. 
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IRAQIS HAD TURNED DOWN OFFER SAYING IT WAS AGAINST THEIR POLICY 

TO MAKE LONG TERM CONTRACTS, BUT THAT PETROBRAS HAD NO WORRY 
BECAUSE IT WAS SPECIAL YRIEHI OF IRAQ'S FOR HAVING PURCHASED 
"HOT OIL 1 ' SOME THREE YEARS AGO AND SIGNED EXPLORATION CONTRACT 
DURING DISPUTE WITH IPC. IRAQ WOULD THEREFORE PROVIDE IT WITH 
OIL IN FUTURE. PETROBRAS VP HAD ALSO TRIED ALGERIA WITHOUT 
SUCCESS, BUT HAD SUCCEEDED IN MAKING 10 YEAR PURCHASE CONTRACT 
WITH LIBYA. 

LOWRIE 
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